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Enclosed is supplemental information to the audited financial statements of
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performed by PricewaterhouseCoopers, in addition to the financial statement audit, in
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Report of Independent Accountants

Mary Sue Coleman, President
The University of Michigan

We have performed the procedures enumerated below, to the accounting records of the University of
Michigan (the “University”) and the related booster and alumni organizations, which were agreed to by
the University’s administration, solely to assist the University’s compliance with National Collegiate
Athletic Association ("NCAA") Bylaw 6.2.3.1 in connection with activities of the Intercollegiate
Athletics Program (the “Program”), for the year ended June 30, 2006. Management of the University
is responsible for the accounting records of the University and the related booster and alumni
organizations and their compliance with those requirements. This agreed-upon procedures engagement
was performed in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of
the procedures described below either for the purpose for which this report has been requested or for
any other purpose.

The Intercollegiate Athletics Programs of The University of Michigan currently has a full-scope audit
performed in accordance with auditing standards generally accepted in the United States of Ametrica
and in compliance with accounting principles generally accepted in the United States of America as of
June 30, 2006. The procedures enumerated below include the additional procedures necessary to meet
the minimum requirements of the NCAA Bylaw 6.2.3.1. Our procedures and findings are as follows:
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Agreed-Upon Substantive Procedures

(@ We obtained the following list of booster and alumni organizations and related financial report
(unaudited) for the year ended June 30, 2006, from the Director of Athletics. We verified the
mathematical accuracy of the related financial report, below, without exception. We traced
and agreed all amounts within the financial report, below, to the University's general ledger
and the third party Disclosure Statement confirmations obtained directly from the officers or
directors of the booster and alumni organizations (the Disclosure Statement confirmations are
external financial activity confirmations received from each of the booster and alumni
organizations regarding the financial activity as it relates to each organization for the fiscal
year.) No exceptions were noted.

Athletics
contributions Organization
to or on expenditures
Beginning Cash behalf of noton behalf of Ending cash
cash balance receipts program (2) program (3) balance
Organization (1)
Booster organizations
Graduate "M" Club $ 74518 § 143522 § (7,090) $ (81,044) $§ 129,906
Dekers Blue Line Club 24,690 75,326 (38,395) (39,162) 22,459
Bob Ufer Quarterbacks Club 7,702 60,470 (21,664) (35,288) 11,220
University of Michigan Diamond Club 33,545 24,370 (4,709) (9,733) 43,473
Michigan Women's Athletic Association 59,686 28,020 (8,250) (10,140) 69,316
University of Michigan Club of Ann Arbor 11,691 32,040 (11,676) (12,059) 19,996
Total booster organizations 211,832 363,748 (91,784) (187,426) 296,370
Alumni organizations
University of Michigan Club of Greater Detroit
Operating Fund 93,595 246,513 (21,547) (226,878) 91,683
Scholarship Fund 181,196 2,492 (100,000} (500) 83,188
University of Michigan Club of Greater Flint 55,639 31,933 (20,802) (22,487) 44,283
University of Michigan Club of Chicago 120,877 66,388 (195) (70,699) 116,371
University of Michigan Club of Grand Rapids 23,848 53,899 (4,008) (41,526) 32,213
University of Michigan Club of Northville 4,936 18,150 ©(2,671) (11,179) 9,236
University of Michigan Club of Toledo 71,793 54,370 - (77,319) 48,844
University of Michigan Club of Mt. Clemens 19,406 238 - - 19,644
Total alumni organizations 571,290 473,983 (149,223) (450,588) 445,462

Total booster and alumni organizations $ 783,122 § 837,731 $§ (241,007) $ (638,014) § 741,832

€ Booster organizations are organizations sanctioned by the athletic department to
promote and support the athletic program in general and/or a particular sport. Alumni
organizations are chartered clubs of The University of Michigan Alumni Association
whose overall alumni activities include support to the athletic program.
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2) Contributions to or on behalf of the athletic department's sports Program include
$216,412 of direct donations received by the University of Michigan for the
Intercollegiate Athletics Program and reported by the booster and alumni organizations
primarily for scholarships and support of specific intercollegiate sports. Contributions
also include $24,595 of expenditures incurred but not received by the University of
Michigan, however these expenditures include booster and alumni organization
expenditures made for the benefit of athletes or the University's athletic department
staff. The expenditures incurred for the benefit of athletes or the University's athletic
department staff are primarily the cost of sports banquets and outings allocable to
athletes and the University's athletic department staff.

3) Expenditures not on behalf of the Athletics Programs include the expenditures made
by the booster or alumni organization for the purposes of the overall booster and
alumni organization and are not incurred for the benefit of the Intercollegiate Athletics
Program, however are included as a part of the total reported booster an alumni
organization expenditures. These expenditures include the following:

Administrative expenses $ 88,675
Banquets and outings 276,523
Tickets 108,835
Scholarships 79,694
Meetings 22,488
Raffles 6,025
Other club activities * 55,774

Total expenditures not on behalf of Program $ 638,014

* Other club activities include expenses for various miscellaneous
items such as newsletters, lecture series, pep rallies, bumper
stickers, coupon books, etc.

We obtained written confirmation of the financial activities presented in item (a) directly from
the booster and alumni organization officers. We traced and agreed amounts to the financial
statement presented in (a) above, and to the related general ledger of the University. Refer to
agreed upon procedure (a) for details. No exceptions were noted.

We reconciled all direct donations from the booster and alumni organizations to revenues
recorded in the Program’s general ledger. No exceptions were noted.

We obtained a listing of all contributions received by the Program for the year ended June 30,
2006. We compared this listing to the amounts reported on the general ledger, noting no
differences. We verified the mathematical accuracy of the related listing of all contributions
without exception. We noted that there was one contribution received directly by the Program
from an outside organization, agency or group of individuals that consisted of more than 10%
of all contributions received by the Program during the year ended June 30, 2006. The
contribution was received from Stephen M. Ross in the amount of $2,900,000 for the building
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of the Stephen M. Ross Academic Center. The construction of the new academic center is
mentioned in Note 6 of the Intercollegiate Athletics Audited Financial Statements for the year
ended June 30, 2006. We obtained and reviewed the supporting documentation for the receipt
of this contribution without exception.

We obtained one men's basketball and all football non-conference away game contractual
agreements related to guaranteed revenue received during the period ended June 30, 2006. We
also obtained one men's hockey away game contractual agreement related to guaranteed
revenue received during the period ended June 30, 2006. We agreed the guaranteed revenues
received per the contractual agreements to the June 30, 2006 general ledger. No exceptions
were noted.

We obtained two football non-conference home game settlement reports, as well as the related
contractual agreements for the period ended June 30, 2006. We agreed the guaranteed expenses
per both the settlement reports selected and the related contractual agreements to the June 30,
2006 general ledger. In addition, we obtained one men's basketball non-conference home game
and one men's ice hockey home game contractual agreement for the period ended June 30,
2006 and agreed the guaranteed expense per the agreement to the June 30, 2006 general ledger.
No exceptions were noted.

We obtained the University of Michigan’s Internal Audit testing of athletic student aid for the
fiscal year ended June 30, 2006. From Internal Audit’s work papers we selected 5 student-
athletes and reperformed the following tests:

) Recalculated total countable financial aid for each student-athlete selected, compared
recalculated totals to totals noted on the NCAA Squad Lists, and verified that the
amounts are within the full grant-in-aid limit regulated by the NCAA. No exceptions
were noted.

2) Verified each student-athlete selected had either a disclosure statement or completed
Big ten statement on file. No exceptions were noted.

We obtained compensation contracts for all coaches employed under a contractual agreement,
specifically men's and women's basketball, football and hockey. We agreed the sum of the base
salary and any additional compensation listed in each contract to the total gross wages paid to
the coaches per the payroll system during the fiscal year ended June 30, 2006. We recalculated
the bonus paid to each coach employed under contract based on the contract terms. We agreed
the calculated amount to the actual bonus paid per the payroll system during the fiscal year
ended June 30, 2006. For coaches not employed under contract, we selected a sample of 5
coaches from the listing of coaches that received bonuses during the fiscal year ended June 30,
2006. We recalculated the bonuses received per the payroll system based on guidelines per the
University of Michigan NCAA Post-Season Criteria listing, which is a University schedule
which details bonus guidelines based on various criteria met. No exceptions were noted.

We obtained and reviewed the Recruiting and Team Travel policies. The University of
Michigan developed a compliance department that hosts annual training meetings to discuss
the new NCAA regulations. The department also sends out regular reminders and updates of
policies and procedures during the year. We inquired of the compliance department and
discussed procedures performed to ensure NCAA standards are met. To confirm compliance
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with NCAA regulation, we obtained and reviewed the documents listed below. No exceptions

were noted.

) New Legislation Reminder Memo dated August 5, 2005;

2 Compliance Rules Education Meeting Agenda dated September 20, 2005 and
September 22, 2005;

3) Recruiting / Scouting Services Memo dated October 3, 2005;

4 Incidental Hotel Expenses for Enrolled Student Athletes Reminder dated October 6,
2005;

%) NCAA Rules and Bowl Game Participation Reminder dated November 21, 2005;

©) Compliance Rules Education Meeting Agenda dated April 17, 2006 and April 20,
2006;

(7) Official Visit Policy Reminder dated August 10, 2006; and

(8 In-Person Scouting of Opponents Compliance Memo dated September 21, 2006

We were not engaged to and did not perform an examination in accordance with generally accepted
auditing standards, the objective of which would be the expression of an opinion on any of the accounts
or items referred to above of the University at June 30, 2006. Accordingly, we do not express such an
opinion. Had we performed additional procedures or had we made an audit of the accounts or items
referred to above, other matters might have come to our attention that would have been reported to you.
This report relates only to the accounts and items specified above and does not extend to any financial
statements of the University of Michigan or related outside organizations, taken as a whole.

This report is intended solely for the information and use of management and governing boards of the
University of Michigan and the National Collegiate Athletic Association and is not intended to be and
should not be used by those who have not agreed to the. procedures and taken responsibility for the
sufficiency of the procedures for their purposes.
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September 22, 2006






